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STOCK PURCHASE AGREEMENT

S IS AN AGREEMENT among SKINNER CORPORATION, a

orporation, and NELL AGNES CODY, the Estate of MARY

» JOHN E. LARSON, PATRICIA McCANN McAULIFFE, EARL
GWARD E. RICHMOND, HOWARD E. RICHMOND, JR., POLLY POE

.JR. . POLLY POE RICE‘E ICND, VOLNEY RICHMOND JR., VOLNEY

{11I, TRUMAN SAGE, UNIT & COMPANY, and PHYLLIS R. TAW,

For and in consideration of the covenants and promises

herein set forth, the partles hexeto agree as follows:

<y

ARTICLE I. Definitions

As used in. th:.s Agreement (unless otherwise specifically

_ provided), the follow:.ncr terms shall have the respective meanings
: herein set forth:

:- 1.01 '_A__C_.. "AC" shall mean Alaska Commercial Company, a

Delaware corporation.

1.02 Alpac. "“Alpac"

shall mean Alpac Corporation, a
Nevada corporation.

1.03 Agent. "Agent"™ shall mean Volney Richmond Jr.,

Who shall have the functions and authority set forth in Section
XI hereof,

SC-EPAQ00230
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a4 Caterpillar. "Caterpillar” shall mean Catérpillar

a California corporation.

'05 Closing Date. "Closing Date" shall mean the date
fixed in Article X hereof upon which the purchase and

1ated by the parties to this Agreement shall be con-

1.06 Common Stock. "Common Stock” shall mean the

stock, par value $100 per share, of Northern Commercial

OWPW' a Delaware corporation, of which 35,000 shargs are
.@orized, 20,528 shares are issued and cutstanding to stock-
holders and 7,025 shares are held in treasury.

1.07 Control. "Control”™ shall mean ownership, record
or bé,neficial, of at least 51% of the vot;ing capité.l stock of any
corporation.

1.08 Exhibit. "Exhibit" shall mean any one of the
exhibits attached to this Agreement, as _Idetennined by the ref-
erence thereto, each of which is incorporated herein by such
reference. |

1.09 Financial Statements. "Financial Statements”

shall mean (a) the Balance Sheet of Northern Commercial Company
(including the notes thereto) as at December 31, 1975 audited
by Price Waterhouse & Co. and (b) the Statement of Earnings of
Northern Commercial Company for the twelve month period ended
December 31, 1975 audited by Price Waterhouse & Co.

1.10 EHolders. "Holders" shall mean owners of record

°f the Common Stock as of the Closing Date.

SC-EPA000231
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1.11 Letter of Intent. "Letter of Intent" shall mean

etter dated December 1, 1976 from Skinner Corporation to

oy Richmond Jr. expressing the intent of Skinner Corporation
ﬁake an offer to purchase the Common Stock from the Holders
“Ehe élosing Date upon specified terms and conditions.

1.12 Material. "Material" or "Materially" shall mean
or refer ﬁo importande or significance aggregating $50,000 or

" more in amount.

1.13 Material Contract. "Material Contract" shall

mean any contract, agfeement, commitment, indenture, instrument
jease, mortgage, loan or nbte agreement oY updertaking of any
pature, written or oral, of Northern Commercial Company, whethe;
in the ordinary course of busineds or not, which involves con-
seqﬁénces upon failure of.performance or breach to, future pay-
ments by, 6: performance of services or delivery of goods or
materials to or by, Northern Commercial Company of an aggregate
amount or value in excess of $50,000.

1.14 NC. "NC" shall mean Northern Commercial Company,
a Delaware corporaticn.

1.15 NC-Fabick. "NC Fabick” shall mean the joint
venture between NC and John Fabick Tractor Co., pursuant to a
Joint‘Venture Agreement dated October 28, 1974, as amended.

1.16 NC Ltd. "NC Ltd" shall mean Northern Commercial

Company Limited, a corporation organized under the laws of the

Yukon Territory, Canada.

SC-EPA000232
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NC Machinery. "NC Machinery" shall mean the
I
which conducts NC's business as franchise holder

‘and allied lines and similar products in Western

f1aska and through NC Ltd (until December 10, 1976)
NC Retail. "NC Retail"” shall mean the division
: ‘fh all other business activities of NC not associated

N¢iMachinery.
1.19 Pledge Agreement. "Pledge Agreement” shall mean

FE

‘the p1‘edge agreement executed at the Closing Date pursuant to
vhich the Common Stock and certain capital stock of Alpac are
pledged fo secure the ohligations of Skinner Corperation under-

taken in this Agreement. -
1.20 Pledge Holder. "Pledge Holder" shall mean The

Bank of California, N.A, which is named in the Pledge Agreement
as the pledge holder of the collateral securing the obligations
of Skinner Corporation undertaken 'in this Agreement. '

1.21 Pro Forma Balance Sheet. "Pro Forma Balance

Sheet" shall mean the pro forma balance sheet of NC Machinery
(excluding NC Ltd) as at December 31, 1976, heret.ofore prepared
by NC and furnished to Skinnef Corporation in connection with
the negotiations for the transactions cont.emplated hereby.

1.22 Purchaser. "Purchaser" shall mean Skinner

c‘5’1'P€>ration, a Washington corporation.

. SC-EPAQ000233
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3 Sellers., "Sellers" shall mean Nell Agnes Cody,
¢ Mary LaVilla Kehrli, John E. Larson, Patricia
1ffe, Earl Parsons, Howard E. Richmond, Eoward E.

jr};,, Polly Poe Richmond, Jr., Polly Poe Richmond,

"1.24 Skinner Family. "Skinner Family" shall mean D.

: l_.
dantsy
gging” are t
any o;e or more of the foregoing own in the aggregate at least

-Vnsp'ouses of descendants, trusts of which any of the fore-
rustees or beneficiaries, and corporations in which

518 of the voting capital stock.
1.25 Subsidiaries. "Subsidiaries" shall mean NC

Machinery Co.,. a Washington corporation, NC Marine Co., a

Nishington corporatidn, Northern Commercial Company, Inc., a
Nashington corporation, and Washington Commercial Company, a
Washtngtén rorporation, all of which corporations are wholly

owned subsidiaries of NC.

1.26 . Tender Offer. "Tender Offer" shall mean the

tender offer made on December 11, 1976 by Purchaser to those

Bolders owning less than 200 shares of the Common Stock as

Specified in the Letter of Intent.

1.27 Tenderors. "Tenderors" shall mean the Holders

Who tender their shares of Common Stock to Purchaser in accor-

dance with the terms of the Tender Offer. -

SC-EPA000234
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b 28 U.S. Division. "U.S. Division" shall mean that

b Machinery conducting business in Alaska and Western
as the authorized franchisee of Caterpillar and allied

g similar products.

ARTICLE II. Recitals

mléi.- in Alaska, Western Washington and the Yukon Territory,
advised Caterpillar in.writing on April 12, 1976 of its desire to
terminate the franchise, which termination is to be effective
pecember 31, 1976. In view of the termination of the Caterpillar e
franchise, Sellers desire to dispose of thelr Common Stock, which
is 82% of thé Common Stock outstanding. | .

2.02 Purchaser's Prospective Relationship with |

Categg'illar. Purchaser desires to entgr into a Sales and Service [
Agreement and Distribution Agreement for Engines with Caterpillar ;;f |
for Alaska and Western Washington, and Caterpillar has agreed to i
accept Purchaser as its autl;xorized franchisee for such territory

if certain conditions are met. o

2.03 Letter of Intent. Purchaser has signed the

Letter of Intent with Volney Richmond Jr.“, Chairman of the Boalrd
of Directors of NC .and one bf the principal Hélders, pursuant to
which Purchaser made the Tender Offer and is entering into this
Agreement, .

2.04 Amendment to NC Charter. An amendment to NC's

Certificate of Incorporation rendering Section 203 of the Delaware

SC-EPA000235 . ' l ;
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taw inapplicable to NC was adopted by written consent

of the Holders and filed on December 1, 1976. The
was ratified by the Holders at a special meeting of
‘Jers on December 10, 1976,

2.05 Disposition of Assets. In order to achieve

rurdm r's primary objective to acquire only the assets of NC

. nhtga ‘to. the U.S, Division, NC sold all of the operating assets
“of NG Ltd to Finning Tractor & Equipment Company Limited on
pecember 10, 1976 and will prior t'c the Closiﬁg Date enter into
an agreement to sell all of the capital stock of NC Ltd and the
assets of NC Retail to AC, effective as of the close of business
on Decernbér 31, .1976. The contract between NC and AC will require
AC to make an offering_ of its cgiital stock to all_ of thé .Holders
of Common Stock with all deliberate spead unless, prior to the
making of such offer, AC shall have sold its assets without
substantial gain thereon. - In addition, NC has taken steps té
terminate NC-Fabick as soon as practicable,

2.06 Tender Offer. Pursuant to the Letter of Intent;

Purchaser made the Tender Offer, the terms of which require that
Purchaser is obligated to purchase Common Stock only if at least
90% thereof is tendered in accordance therewith and in accordance

with this Agreement.

ARTICLE III. Agreement to Buy and Sell

3.01 Sale and Purchase of Sellers' Common Stock.

Sellers hereby agree to sell to Purchaser at the Closing Date and

SC-EPADD0236
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egeby agrees to purchase frdm Sellers at the Closing

' her of shares of the Common Stock and at the prices
e their respective names below upon the terms and

‘ hereinaftexr set forth.

Number of Shares
Oof Common Stock Purchase Price

t‘:bf Mary
::;:1’\13 Kehrli

John B. Larson

1,106,919,11
1,286,917,48

patricia McCann McAuliffe 948,180.39
garl Parsons 541,412.42
goward E. Richmond 4,519,801.59
Boward E. Richmond, Jr. 1,204,713,50
Polly Poe Richmond, Jr. 1,142,351.86
Polly Poe Richmond 899,991.85
Volney Richmond Jr. 3,727,525.30
Volney Richmond IIX 2,286,121.03
Truman Sage 884,401.44
Unit & Company 1,648,331.53
Phyllis R. Yaw 1,897,778.09

Total $23,936,948.59

The purchase price payable to each of the Sellers as
Set forth above has been calculated by multiplying the number of

hares of Common Stock sold by each of the Sellers times a purchase

S@EPAD00237
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e of $1,417.31. The purchase price per share was
adjusting the amount of Stockholders Equity
,00) set forth in the Pro Forma Balance Sheet upward

' as appropriate to reflect (a) annual inventory and

isposition of the operating assets of NC Ltd, and

) the.-IBEt (after tax and any costs of sale, including attorneys®
" gaes) proceeds realized by NC on the disposition of all assets of
'uc Retail, and then dividing such adjusted amount by the number
of shares of the Common Stock issued and outstanding (20,528) on
the date of the Tender Offer. -

Bach of the Sellers agnees to deliver to Purchaser on
the Closing Date the Certificate or Certificates representing all
.shares of the Common Stock sold and purchased hereunder,. duly
endorsed or accompanied by duly executed assignments separate
from certificate, in either case with the requisite signatures
thereto guaranteed by an authorized officer of a bank or trust
company in the United States or bf a member firm of any regis-
tered securities exchange, all in such form and accompanied by
such instruments as may reasonably be required by counsel for
Purchaser.

3.02 Payment of Purchase Price. The total purchase

Price payable to each of the Sellers shall be paid by a down

Payment and installment payments. Initially, each of the Sellers

SC-EPAQ00238
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Down Payvment

néll Agnes Cody $ 257,721.75%

gstate of Mary LaVilla

Kehrli 154,831.30
*" John E. Larson 180,008.73

%0 patricia McCann McAuliffe 132,627.58 ‘
parl Parsons | 75,730.55 .
Howard E. Richmond 632,211.28 i
Howard E. Richmond, Jr. 168,510.37 ;
Polly Poe Richmond, Jr. 159,787.49 ' 13
Polly Poe Richmond 125,887.16 ﬁ
Volney Richmond Jr. 521,390.92 .F
Volney Richmond III 319,773.22 . '§
Truman Sage _123,706.44 : ‘g
Unit & Company - ' 230,561.84 | F
Phyllis R. Yaw 265,453.40 i

i
TOTAL $3,348,192.03 ﬂ
After the down payment, each of the Sellers shall receive the ﬁ
balance of the total purchase price payable to him in guarterly ;
installments of equai amounts of principal over seven years
commencinglon March 31, 1977 and continuing thereaftei on each .
June 30, September 30, December 31 and March 31 through December ;

31'1983, together with interest on the declining balance at the |

SC-EPAQ00239
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harged by the Seattle branch of the Bank of Cali- B
plus one percent (1%), such interest rate to be
“‘.l:he effective date of any change in the prime rate
the Seattle branch of the Bank of California, N.A.;
' however, that Purchaser's obligation to make the install-

ts required hereunder shall be suspended if and so

1ong as the installment obligations of AC to KC equar—or—exceea
the ;ggregate obligations of Purchaser to Sellers, but each such
abugation shall continue to bear interest. Upcn the payment by
ac of all of the sums due to NC from AC arising out of the sale
£ the stock of NC Ltd and the assets of NC Retail to AC, Pur-

chaser shall pay to Sellers pro rata a payment of principal and

interest equal in amount to the payment from AC to NC, and there-—

after, the total principal remaining due to each of the Sellers 'iﬁ.
shall be reduced accordingly and the amount of each installment :
of principal shall be adjusted to reflect the reduction in princi-

pal remaining due. As examples of the installment payments to be
made hereunder, Exhibit A sets forth (a) the payments of principal
due to each of the Sellers assuming there is no reduction in

principal amount remaining due as referred to in the preceding

sentence and (b) the payments of principal due to each of the

Sellers assuming a reduction in principal amount remaining in

accordance with the preceding sentence.

The payment of the downpayment and such of the install-

Dent payments due to each of the Sellers as may be required pursuant

to Exhibit U shall be made by Purchaser to Seattle~First National

SC-EPA000240
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shall disburse such payments in accordance with its
structions from Sellers as referred to in Section

of. A-ll subsequent installment payments shall be made
>1erS at the addresses shown on NC's stockholder list as
6 or at such other addresses as any of the Sellers may

e to time notify Purchaser in writing. Sellers shall '

P‘“ ﬂ‘e option to accelerate any or all installment payments due
tﬂ each of them pursuant to this Section 3.02 if Control of
purchaser is obtained by persons other than members of the Skinner
gemily and upon certain other conditions as specified in the

pledge Agreement. Sellers shall have no recourse against Pur-
chaser if Purchaser, for any reasbn, fails to make the install-
meht payments required by t'his Section, but Seilers shail have

the right to resort to the collateral securing Purchaser's obli-

gations as set forth in Section 3.03. Purchaser shall at any’

“®  time after December 31, 1978, have _t_he right to prepay all or
"f part (ratably) of the installment payments remaining due to
Sellers. Such prepayment shall be preceded by at least sixty

(60) days' written notice to Sellers.

3.03 Security for Payment of Purchase Price. To

secure the due and punctual payment of all sums due to Sellers in
accordance with Section_ 3.02, Purchaser shall on the Ciosing Date
enter into the Pledge Agreement in the form attached hereto as
Exhibit B between itself and The Bank of California, N.A., as
Pledge Holder, and Purchaser shall deposit with Pledge Holder all

Of the issued and outstanding shares of the Common Stock owned by .
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d at least eighty percent (80%) of the issued and
ghares of the common stock of Alpac. So long as any
an. by purchaser under Section 3,02 hereof shall not have

: exérclise of Purchaser's right to set-off as hereinafter pro-

jscharged, either by paymen£ thereof in full or by

.ld, all of the Common Stock and the shares of Rlpac Corporation

;3ited with Pledge Holder shall be held by Pledge Holder for

penefit of Sellers in accordance with the terms of the Pledge

ARTICLE IV. Representations and Warranties of Sellers

As an inducement to the execution of this Agreement by Pur-
chaser and t_o the carrying out_c_:q the provisions herecf to be
performed by Purchaser, Sellers, severally with respect to Sec- Wil
tion 4.01 hereof .a.nd jeintly and severally with respect to all
other Sections of this Article IV, represent and warrant to
Purchaser that the following statements aré true and correct on
the date hereof and will continue to be true and correct on each
day hereafter until and thrﬁug]ﬁ the Closing Date as though made
“ - 88 of each such day.

4.01 Sellers' Common Stdck. Each of the Sellers is

the owner of the number_ of shares of the Common Stock set forth
OPposite his name in Section 3.0l hereof, free and clear of zall
Uens, claims or encumbrances, and subject to no optidns, war-

r _ . .
ants, contracts or agreements of any kind, save and except for

this Agreement and any agreemént permitting repurchase of any
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wc, and each of the Sellers has full power and is
ell and deliver and has or will have taken by the
a1l formal action necessary to sell and deliver such
n Stock to Purchaser, and each of the Sellers has
-emptive or other right, option.or warrant to any

H'hares of the Common Stock or any other securities of

02 Organization, Standing and Capitaliization of NC.

yporation duly organized, validly existing and in good
{ng under the laws of the State of Delaware; is duly quali-

transact business and is in good standing as a foreign

Jed to
corporation in the States of Alaska and Washington and such other

states and jurisdictions in which its activities make such quali-~ &
' ﬂcations necessary; and has the corporate power to own and .
dispose of its property and carry on its business as and where it ]
is now being conducted. The authorized capital stock of NC |
consists of two classes: 2,500 shares of preferred stock, par
value $100 per share,'of which no shares are issued or ocutstand-
ing; and 35,000 shareé of Commén Stock, par value $100 per share,
of which 20,5289 shares are issued and outstanding,l. fully pald and
non-assessable and 7,025 shares are issued in treasury; NC has no

—outsta.nding'a'greements~or~comi—tmen—ts-i-ngtheffom_o.f_op,tions .

warrants or otherwise to sell or otherwise dispose of treasury
stock or to issue additional stock or securities; none of the
authorized but unissued capital stock of NC is subject to any

claims of ownership by existing stockholders, prior stockholders

_ SC-EPA000243

CONFIDENTIAL BUSINESS INFORMATION -DO NOT DISCLOSE SKN002977




: v
b

jar person or to pre-emptive rights., NC's minute books
curate records of all corporate actions of its stock-
nd directors,

4.03 Subsidiaries. NC has caused the incorporation,

é.he sole stackholder, of the Subsidiaries, each of which
organized, validly existing and in good standing under

s of the jurisdiction of its incorporation; none of the
.;;bsidiaries owns any tangible assets, conducts any business or
{s subject to any liabilities whatsoever., NC is the registered
polder of 2ll of the issued and outstanding capital stock of each
of the Subsidiaries and a.ll such capital stock has been duly and
validly authorized and issued and is fully paid and nen-assessable
and is not subject to any claim_s,‘ liens; encumbrances, options,
pre-emptive rights, rights 6f fii:st refusal or any restrictions
against transfer, |

4.04 sSale of NC Ltd Assets to Finning Tractor & Equip-

Bent Company Limited. The sale of all of the operating assets of

NC Ltd to Finning Tractor & Equipment Company Limited on December
10, 1976 was. duly and validly authorized in accordance with the

laws of the Yukon Territory; NC, as the sole stockholder of NC

Itd, was entitled to receive a dividend of $2,096,057.00 from NC

Ltd, subject to no claims, liens, encumbrances or rights of any

third Parties, except for taxes payable as a result of such sale

and except for claims adequately reserved against by NC Ltd, and
Such dividend was duly and properly declared and paid to NC by NC

Ltd., . '
td; the net proceeds of the dividend paid to NC (after Canadian
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axes) were 52,0_96,057.00, free from any and all other
Heductions of any nature whatsocever. NC is and shall
iable for any cost or expense, including, withogt limita-.
ts of defense, arising out of claims made by creditors

7. third parties against NC Ltd. Set forth in Exhibit C
mme and correct calculations demonstrating the derivation

of th&_.'net proceeds figure herein set forth.

4.05 Sale of NC Retail Assets to AC. The agreement

for the sale of the stock of NC Ltd and all NC Retail assets to
ac will have been signed prior to the Closing Date, and such sale
vill be effective ({except with respect to the electric generating
a-nd transmission facility at McGrath, Alaska) at the close of
business on December 31, 1976. Such sale will have been duly and
validly approved and authorized by NC's Board of Directors in
accordance with the Laws of the State bf Delaware and NC's Cer-
tificate of Incorporation and Bylaws; as owner of all assets sold
or to be sold to AC, NC is entitled to receive all of the proceeds
from the sale of NC Retail's assets, including the electric
generating and transmission facility at McGrath, Alaska, subject
ta no cla:.ms, liens, encumbrances or rights of any thlrd parties;

the net Proceeds on the sale of the stock of NC Ltd and NC Retail's

assets will pe $6,169,518.00, free from any and all other costs

or deductions of afxy nature whatsoever. WNC is not and will not
be Subject to any actions, claims or liabilities whatsoever aris-

Ing out of NC Ltd or the ownership of NC Ltd's stock once the

8tock of e Ltd has been sold to AC.
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”g Termination of NC-Fabick. NC has taken all steps

%> terminate NC-Fabick as soon as practicable, and all
i&ities of NC arising out of NC-Fabick have been con-
@reparing the Pro Forma Balance Sheet with the excep-
%Iibility arising out of an obligation to Alyeska Pipeline
with réspect to the repurchase of parts, which liabil-
¢ and will not exceed $1,000,000 in amount.

‘4,07 Dissolution, Forfeiture. No action at law or in

uﬁdty and no investigétion qr proceeding whatsoever is now pend-
ﬁg or threatened (a)} to liquida_te, dissolve or disincorporate
‘ac,(b) to declare any of the corporate rights, powers or privi-

. hwescw NC to be null and void or otherwise than in full force
uﬁ.effect; (¢) to declare that.NC, or its Board of Directors or
any of its officers, agenté or employees has exceeded or violated
any of its corporate rights, powers, or privileges; or (4) to
dnahxahy decree, order, judgment or other judicial detetmination
or adninistrative or other ruling that would or might impede or
detract from any of the corporate rights, powers or privileges
now vested in or claimed by NC.

4.08 Financial Statements and Pro Forma Balance Sheets.

Exhibit D hereto consists of the Financial Statements as defined

-} in Section—1.09-hereof-—The Financial Statements were prepared

in accordance with generally accepted accounting principles con—.
Hﬁtently applied, except with respect to consistent application
S set forth in the Notes thereto, and fairly present the finan-

clal position of NC as at December 31, 1975 and the income and
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‘for the twelve-month period ending December '31,
ancial Statements have been audited by Price Water-
d are subject to no qualifications. Exhibit E

ts of the Pro Forma Balance Sheet as defined in
hereof. The Pro Forma Balance Sheet has been pre-
and, within the limits _described in Exhibit F and to
_pro forma balance sheets can fairly represent the pro-
ncial position of any company, fairly represents the

1. pancial condition of NC as at December 31, 1876. NC's
. 5 c.,fmaccount from which the Financial Statements and the Pro
n;-ma Balance Sheet were prepared adequately reflect all of NC's
ltems of income and expense, all of 1ts assets and liabilities,
ud all of its accruals. Exhibit F hereto is a statement by the
cﬂaf financial officer of NC of all liabilities of NC for which
accruals or reserves ha\}e been made in prepzaring the Pro Forma
Balance Sheet and the amounts of such accruals or reserves.

There shall be no breach of this Section 4.08 so long as any
liapilities of NC in excess of those considered in plreparing the
Pro Forma Balance Sheet do not exceed any understatement of the
value of .NC's assets in the Pro Forma Balance Sheet.

4.09 Absence of Unaccrued or Undisclosed Liabilities.

Except as and to the extent reflected or reserved against in the

Pro Forma Balance Sheet as and to the extent explained in Exhibit
F (netting assets and liabilities as contemplated in the last
Bentence of Section 4.08 hereof) and except as and to the extent

consented to in writing by Purchaser in Exhibit G, NC and the
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not have at the Closing Date any Material
father absolute, accrued, unaccrued; contingent or
ﬁher due or to become due. Sellers neither know
‘.easonable ground to know of any basis for the

inst NC of any Material liabilities of any.nature or
grjal amount not fully reflected or feserved against in
z_ral Statements as of the date thereof or fully covered
‘Be; except non-Material liabiliities thereafter accruing
¢ gbrmal course of business and except as expressly set

-,ﬁé _'the Exhibits to this Agreement.

4.10 Absence of Certain Changes.- There has not been

fpom December 31, 1975 to the date hereof, other than as reflected

in Exhibit A to the"'I‘ender Offe:r_j \OF elsewhere in this Agreement
(including the Exhibits hereto), nor prior to the Ciosing Date | i
will there be: (a) any Materially adverse change in the business, é
assets, liabilities, or financial condition of NC; (b) except for
purchases of_Commoﬁ Stock by Messrs. Cagle, Corn and Johnson and
repurchase by NC of Common Stock of Marie Mattila, any change in,

Or any authorization of the creation or issuance or agreement for

issuvance of NC's capital stock; {c) any increase in the total

indebtedness or liabilities of NC, except increases in the ordi- - ,
|

nary course oﬁ business; (d) any casualtyL;;QndemnationF_damage1,‘;_*_r4__

destruction or loss (whether or not covered by insurance) Mater-

ially adversely affecting the business, business prospects, or
an - : ]
Y of the properties of NC; (e) any increase in the compensation, -

dir e ' '
&Ct or indirect, of any of the officers, directors or employees
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an routine increases in the ordinary course of busi-

é'q'uired pursuant to the terms of contracts between

-g'unions representing the employees of NC; (f) any

fault in respect of any Material Contract or other

cgéital stock not considered in the Pro Forma Balance
eet.

4.11 Compliance With Obligations. Except as disclosed

en Exhibit E, neither NC nor any of the Subsidiaries is in viola-
tion of, or in default with respect to, any term or provision of:
(#) its Ce’rtificaté of Incorporation or Bylaws; (b) any Material
Contract to which it may be a party or by which it may be bound:
(¢) any judgment, order, writ, injunction of decree of any court
or of any federal, state, territorial, municipal, foreign or

other commission, board or othef administrative or governmental
agency or authority in any case or proceeding; or (d) any federal,
state, territorial, municipal, foreign or other statute, law |
({including common law), fule or regulation applicable to NC or by

vhich it may be bound in any manner, any of the foregoing which

Presently or (so far as Sellers can now reasonably foresee) at

any future time may affect it adversely in any Material respect.
4.12 fTaxes. All tax returns and reports of NC and

the Subsidiaries reguired by law (including} without limiting the

9558rality of the foregoing, all income, unemployment compensation,
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ensation, Social Security, sales, compensating use,
'ge and franchise tax laws of the United States or -
yrritory or municipal political subdivision thereof
or any political subdivision thereof) to be filed
sly and timely filed and all taxes, assessments,

ns, fees and governmental charges or i.npositions shown
urns and reports (other than those not yet due and
resently payable without penalty or interest and those
%.being contested in good faith) upon NC and the Subsidi-
ﬁpon or measured by the properties or assets or income
-lt'%md the Subsidiaries have been paid. Neither NC nor any of
ﬂ“ ;uhsidlarles has recelved any notice of assessment or proposed
”gegsment of any United States, \state, municipal, foreign or
other tax upen or measured by its income or has knowledge of any
pasis for an additional arsessment of any such tax. NC has not
knowingly waived any law of requlation fixing, or consented to

the exfension of, any period of time for the assessment of any

tax or other governmental imposition or become cormitted so to

d0. The reserve for current taxes accrued on the books of NC is
reasonable and substantially adequate in amount.

4.13 Litigation. Except as set forth in Exhikit I

hereto, neither NC nor any of the Subsidiaries is threatened

with, or is a party directly or indirectly to, any Material legal
action, governmental investigation or other proceeding (govern-—

Bental or private), including investigations, inquiries, cita-

tions, complaints, orders or stipulations by the Federal Energy
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ashington Department of Ecology, Federal 'I"rade
.+ment of Justice, Treasury Department, Post

¢+ or any other Federal, Canadian, state, pro-

1 agency or gbvernmental unit; and,. exce'pt as set
£it T, there are no judgments, orders, restrictions
continuing nature outstanding against NC or any
:aiaries. Neither NC nor any of the Subsidiaries has
d with any violation of curient Material significance
t{aion of any Federal, state, provincial, local or

:w or administrative regulations thereunder in respect
4iness or property except as set forth in said Exhibit
3, Bxhibit I has set forth therein with respect to all matters
14sted whether and to what extent such.matters are covered by
{nsurance and, if so by whom such matters are being handled. 1In
addition, except as set for_th in said Exhibit I and heretofore
furnished to Purchaser, NC is not, and at the Closing Date will
not be operating, under any compliance schedule for any govern-
mental agency with respect to pollution con£r01 or acts affecting
the environment.

4,14 Title to Properties. NC has or will have at the

Closing Date, good and marketable title to all assets of whatso-

ever nature now possessed by it or used by 1t in the U.S. Division

(including the real estate described in Exhibit J herxeto and all
Other tangible and intangible assets shown or represented on
Exhibit D hereto or acquired after December 31, 1975, except as

Since sold or otherwise disposed of pursuant to the transactions
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gh Section 2.05 hereof or in the ordinary course of
ject to no mortgage, pledge, lien, conditional sale
to any other encumbrance, except: (a) as specifically
Exhibits D and J; (b) for leases for real and personal
Get forth in Exhibit L; or ({(c) liens for real and personal
;;axes not vet delinquent, but accrued in the Pro Forma
#heet. Also set forth in Exhibit J are statements of all
.;nces against the real estate described therein and the
.'f title insurance available to NC with respect to such
“,1 éstate. Exhibit J is certified to be correct by the Presi-
Jent of NC. Exhibit K sets forth a schedule of Material assets.
(property, plant and equipment only) acguired or dlisposed of by
HC since December 31, 1975 and is certified by the President.o:f
NC. o |

4.15 Leases. Exhibit I hereto completely lists and
briefly describes all Material leases (for i:oth personal and real
property) under which NC is either a lessor-or a lessee, and true
and complete copies of all such leases have been or will be deli-
vered to Purchaser at least seven (7) days prior to the Closing
Date. Each of said leases is, and at the Closing Date, will be,

in full force and effect and binding upon the parties thereto and

there are, and at the Closing Date, will be, no defaults under

any of such leases.

4,16 Material Contracts and Commitments. Exhibit M

bereto correctly and completely lists each Material Contract

(other than the leases described in Exhibit 1) to which NC or
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gubsidiaries is a party or by which NC or any of‘ the

g may be bound, and also lists, regardless of whether
erial Contracts, all collective bargaining agreements
omszié'contracts with or comiﬁrnents to any labor union, employ-.
g.n,_g,gements with individual employees extending for a period

s pog6 than three months from the date hereof, all bonus,

h“ntive ccmpensat:.on, pension, retirement, group insurance,
employée saving
pich NC or any of the Subsidiaries may be bound. True and cor-

s or other employee welfare plans of any nature by

rect copies of all Material Contracts and commitments listed in

pxhibit M have been or will have been delivered to Purchaser at

jeast seven (7) days. prior to the Closing Date. With respect to i
employee pension, retirement or savings plans, NC has or will

pave fully funded all vested past sexrvice obligations as at the

CJ.osihg Date and has or will have paid to the respective.trustees

thereof prior to the Cleosing Date all corporate contributions ;
required by any such plens and all voluntary contributions with-
held from employees up to the Closing Date, and all such pension, ¥
retirement or savings pians are or shall be at the Closing Date ;

in compliance with the Employee Retirement Income Security Act of

1974, Exhibit M also lists the names and rates of compensation,

including bonuses (paid or estimated), commissions and the like

for 1976, of each officer, director, employee and individual con-
sultant of NC who currently receives $40,000 per year oOr more.

Each Material Contract and other agreement or contract listed in

i Exhibit ¥ is presently, and .at the closing will be, in full force
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§:fully binding on the other parties thereto in
th the terms thereof. No parties to any Material

which NC or any of the Subsidiaries is alsc a party

_ 17 Trademarks. Exhibit N hereto is a complete and
in’”mis‘t as of the date hereof of all trademarks, tradenames
oﬂfnwh-i;ch are duly registered in the State of Washington),

o comiqht" licenses and patents (issued or applied for) used by

¥¢ in its pusiness. NC has or will have on the Closing Date good

“gitle to all trademarks and other items listed in Exhibit N and
their use by NC does not conflict\ with the rights of others and

{s not subject to any wnusual restrictions.

4.18 Insurance. Exhibit O hereto correctly and com-
pletely lists and briefly describes the insurance coverage '
carried and maintained by NC and NC-Fabick as of the date hereof. |
'n:e.insurance 1isted in Exhibit O is adequate for the business

conducted by NC, and NC will maintain such insurance through the

Closing Date.
4.19 Banking Relationships. Exhibit P hereto correctly

and completely lists the various banks and accounts in such banks

with which NC and the Subsidiaries have deposit, checking or
borrowing relationships and indicates the names of those author-
12ed to sign any documents with respect to such accounts and the

date of the most recently épproved banking resolution with respect

' SC-EPA000254
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NC will maintain the banking or borrowing relationships

gxhibit P through the Closing Date.

4.20 Books of Account. The books of account of NC

jete and correct in all material respects,_and monies due
to or owing by, and all liabilities of, NC and the Sub-
jes by reason of any transaction, matter, cause or thing

.éaoeVér' which, in accordance with generally accepted account-

pzinciples or:' practices should ke entered therein, have been

"ﬁuh': correctly and completely entered therein.

4.21 Corporate Documents. Tzrue and correct copies of

the Cextificate of Incorporation of NC and all amendments there-

to, and the Bylaws of NC currently in effect have been provided

to Purchaser on the date hereof, and no amendments shall be or
have been made to the Certificate of Incorporation prior to the
closing Date. The last amendment to the Certificate of Incor-
poration, effective December 1, 1976, rendered Section 203 of the

Delaware Corporation Law inapplicable to the Tender Offer and the

transactions contemplated herein.

4.22 Accounts Receivable. All accounts receivable of

¥C and the Subsidiaries are valid, genuine and subsisting, arise
out of a bona fide sales and deliveries of goods, performances of

services or loans, are subject to no known defenses, set-offs or

counterclaims, are current, and {except to the extent reserved
3gainst in the Financilal Statements or the Pro Forma Balance

Sheet) are fully collectible. Since the preparation of the Pro
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ce Sheet there have been no changes in the condition
unts receivable of NC which individually, or in the
e, are Materially adversé.
'4.23 Inventories. All of the inventories of NC
,oted in the Financial Statements were in existence at the
t" théreof- All such inventoriés, and.all inventories acquired
lince pecember 31, 1275 and reflected in the Pro Forma Balance
sﬁeet— are of good and merchantable quality and are usable and
galable in the ordinary course of NC's business. On the Finan-
clal Statements (as they relate to the U.S. Division) and the Pro
Forma Balance Sheet, inventories of Caterpillar machines and
parts have been valued on a last-in, first-out basis, and the
reserves established by NC with respect to such inventories of
Caterpillar machines and parts are adequate in amount. All other
{nventories of the U.S. Division have been valued on a first-in,
first-out basis in the Financial Statements and the Pro Forma
Balance Sheet. Except for items listed in Exhibit Q, the present
quantities of inventories of NC are reascnable and warranted in
the present circumstances of its business. _

4.24 No Finder. Neither NC nor any of the Sellers has
been represented by any finder or broker in connection with this

transaction, and Sellers will indemnify Purchaser and NC against,

ind save Purchaser and NC harmless from, all claims and liabili-

ties arising from any person or entity claiming to have acted in

either such capacity for Sellers or NC.
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5 Execution and Performance of Agreement. The

¥ performance by Sellers of this Agreement and consum-
e transactions herein envisioned will not violate any
fof, or result in the breach of, or constitute a default
law, or 'any order, writ, injunction or decree of anf
émmental agency or arbitration tribunal, or any
‘agreement or instrument by which Sellers, lC or any of
_1diaries, or any of them are bound, and all govermnmental

!
Agreement and the contemplated transactions have been
.d or will be obtained prior to the Closing Date (except

for ghe consent to the transfer of the electric generating and

pransmission facillsy at McGrath, Alaska and any consent required

by reason of Canada's Foreign Investment Review Act).

4.26 Disclosure. Sellers do not know, and should not
reasonably have knowledge, of any untrue statements of any Mate-
rial fact in, or of any omissions to state any Material fact

necessary in order to make the statements contained in, Exhibit A

to the Tender Offer (with the exception of statements regarding

the intentions of Purchaser), the Financial Statements, the Pro

Forma Balance Sheet, any Exhibit to this Agreement and this

Mreement not misleading. To the best knowledge of Sellers,

1icenses or permissions necessary to Sellers' performance

there is no fact which Materially adversely affects or—in the

future may (so far as Sellers can now- reasonably foresee) Mate-
rally adversely affect the business or prospects or condition
(financial or otherwise) of NC or any of 1its properties or assets

W . . . ey s
hich has not been set forth herein or in the Exhibits hereto.
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ARTICLE V. Representations and
Warranties of Purchaser

As an inducement to the execution of this Agreement

ymed by Sellers, Purchaser represents and warrants to
Biu -that the following statements are true and correct on

- ¢he date hereof and on each day hereafter until and through the
dosi;;g Date as though made as of each such day.

5,01 Organization and Standing of Purchaser. Pur-

chaser 1s a corporation duly organ'ized, validly existing and in
good standing under the laws .°f. the State of Washington and has
the corporate power to own and dispose of its property and carry
on its business as and where it is now being conducted. '

5.02 Execution and P'er}'formance of Agreement., The

sign'ixlzg ind performance by Purchaser of this Agreement has been
duly authorized by its Board of Diréctérs, and the consummation
of the transactions herein envisioned will not violate any pro-
vigion of, or raszult in' the breach of, or constitute or default
under, any law, or any order, writ, .injunction or decree of any
court, governmental agency or arbitration tribunal, or any Mate-
rial Contract or instrument by which Purchaser is bound.

5.03° Pledge'égreement. . The signing and performance

Mdge_lkgreementﬁhasqbeen—dul—y—a-u»t-hori-zed—by*Purch'as’e’r"*s
Board of Directors and by the other Alpac stockholders pPledging

their shares, and the pledge of the stock of NC and Alpac pursuant

i thereto wily not violate any provision of, or result in the
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ach ofs OF constitute a default under, any law, or any order,
t injunction or decree of any court, governmental agency or
4 .

srbitr#tion tribunal, or any agreement or instrument by which

 purchaser or any other Alpac stockholder pledging his shares 1s
" bound.
5.04 Organization and Standing of Alpac. Alpac is a

corporation duly organized, validly existing and in good standing"
under the laws of the State of Nevada; is duly qualified to
gransact business as a foreign corporat .on in such other states
and jurisdictions in wh.ich its acti'vities- make such qualifica-
tions neceséary; and has the corporate power to own and dispose
of its property and carry on its business as and where it is now
being conducted. The authorized capital stock of Rlpac is as

get forth in Exhibit R he_réto.

5.05 Disclosure With Respect to Alpac. -n connection

vith the security for the obligations of Purchaser set forth in
Section 3.02 hereof, Purchaser has provided diéclosure materials
in the form attached hereto as Exhibit R with respect to Alpac.
Purchaser does not know, and should not reasonably havé knowledge,

of any untrue statement of any Material fact in, or of any omis-

gion to state any Material fact necessary in order to make the

Statements contained in, Exhibit R not misleadiﬁg. To the best

kiovledge of Purchaser, there is no fact which Materially adversely
affects or in the future may (so far as Purchaser can now reason-
ably foresee) Materially adversely affect the business or pros-

Pects or condition (financial or otherwise) of Alpac or any of

- T o
2 (T S T L T
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roperties not disclosed in Exhibit R. The ConSOlldatEd bal-
sheet and related consolidated statements of income, retained
ings: capital in excess of stated value and changes in finan--
po.sition for the years then ended for Alpac contained if

it R were prepared in accordance with generally accepted

unting prmclples consistently applied (except as stated in
Notes thereto) and fairly present the financial position of

1. '
1oac as at the periods indicated and the income and expenses of

Alp
e

¢ for the twelve-month periods ended as indicated therein.
5.06 -No Finder. Purchaser has not been represented by
any finder or broker in connection with this transaction and Pur-
chaser will :Lndemnlfy Sellers agalnst, and save Sellers harmless
grom, all claims and 1iab:.llt1e_s\arlslng ‘from any person or entity

claiming to have acted in either such capacity for Purchaser.

ARTICLE VI. Certain Covenants of Sellers

6.01 Conduct of Business of NC Pending Closing.

Sellers agree that from the date hereof until the Closing Date,
Sellers will perform or cause to be performed by NC the follow1ng

covenants, unless waived in writing by Purchaser:

(2) The business of NC will be conducted in the

manner heretofore conducted and only in the ordinary and usual

course (except for the sale of the stock of NC Ltd and the assets
of NC Retail to AC) and NC's property and equipment will continue

o be well maintained in accordance with good business practice;
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(b) . No change will be made in the Certificate of

" ﬂoration or Bylaws of NC;

(c) No change will be made in the authorized or

yoed and ou-standing éapital stock of NC;

(d) Unless accrued and reserved for in the Pro

yorme palance Sheet and described in Exhibit F, no dividend or

other distribution or payment will be declared or made in respect

of the Co
gellers will be retired:;

rmon Stock and no indebtedness of NC to any of the

(e) No increase will be made in the compensation
payable or to become payable by NC to any of its directors, '
officers, employees, agents, consultants or stockholders, in-
eluding any stock options, bonus payments or other benefits;

(f) No contract or commitment for the payment of
an aggregate amount of $10,000 or more will be entered into by or
on behalf of NC, except in the ordinary course of business:

(g) No indebtedness for borrowed money will be
created, assumed, incurred or gu.aranteed by NC in an aggregate
principal amount exceéding $10,000, except in the ordinary course
of business;

{(h) Except for the sale of the stock of NC Ltd

and the assets of NC Retail to AC, no sale, transfer or other

dislﬂosit:'\.on, and no mortgage, pledge or other encumbrance of any

Yaterial assets will be made or entered into by or on behalf of

.| . . .
c, except in the ordinary course of business, and NC will not
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into any lease of its assets under terms or reserving

materially different from those in leases presently in

(i) No change will be made with respect to the

pagement OT supervisory personnel or banking or safe deposit

yangements of NC;

(j) Sellers will use their best efforts tc keep
{ntact the organization of NC; to keep available the services of
§C's present employees; and to preserve the good will of its
guppliers, customers and others having business relations with

NCs

(k) Sellers will not make any transfer of any of.
gellers' shares of Common Stock.nor will Sellers subject any such
ghares to any pledges, liens or encumbrances of any ﬁature; and

| - (1) Sellers will cause NC to file promptly all

required tax return.s and to pay promptly all federal, state and
local tax assessments and governmental charges lawfully levied or
assessed upon it or upon its 'properties or upon any part thereof,
vhich have become due and payable and will cause NC to withhold
from its employee's wages and to pay over all federal and state

taxes required to be withheld and paid over.

6.02 Access and Information. Sellers will cause NC

at all reasonable times prior to the Closing Date to open its
offices, books, accounts and records, including all correspon-

dence ang files related to Material Contracts, insurance policies

and claims, and provide for access to working papers, files and
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'ds of its certified public accountants, for full and unre=

Boted &X2
accountants and engineers, but no such examination or

mination and inspection by Purchaser, its officers,

prney s’

ction shall in any way affect, diminish, or terminate any

; the represem:ations or warranties of Sellers hereunder or the

ght of Purchaser to rely thereon.

6.03 Title Certificates. At the Closing Bate, Sellers

vill cause NC to provide to Purchaser, at Sellers' expense, a
;mited 1iability certificates of title insurance, isgued with
;apect to property in Ring County, Washington and Anchorage,
_haska by Safeco Title Insurance Company and with respect to
Iun other property by Picneer National Title Insurance Company,
covering all real property described in Exhibit J. The title.
’ {nsurance certificates shall contain no exceptions other than
'thosé set forth in Exhibit J, and Sellers covenant to cause any
other exceptions to be removed prior to the Closing Date. Pur-
chaser may, at its sole discretion, permit Sellers to deliver

sald certificates at a date later than the Closing Date.

6.04 Best Efforts. Sellers will cause NC to, and

¥ill each individually, utilize best efforts to assist Purchaser

in effectuating the Tender Offer to the Holders of less than 2.00

shares of the Common Stock.

6.05 Guaranty of AC Obligations. Each of the Sellers
berepy absolutely and unconditionally guarantees on a pro rata

basis (i.e. each of the Sellers will be a guarantor with respect
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jrcentage of the obligations of AC to NC equal to the

, payable to each of the Sellers of the total aggregate

5 hl ﬁrice payable by Purchaser to all of the Sellers) the
='Mozﬁance' a _
¢ yndertaken by AC pursuant to the agreement between AC and

nd fulfillment by AC of all of the terms and cove-

pant
»d to the sale of the stock of NC L.td and the assets of

B petail to AC and further guarantees the timely and complete
psyment of all sums due to NC from AC in accordance with the
terms of the installment obligations of AC to pay the purchase
price for the stock of NC i.td a.nd the assets of NC Retail. Each
of the Sellers agrees that NC may grant extensions of time with |
1 ;l respect to any covenant or obligation guaranteed hereby without
potice to Sellers.and without affecting the liabiiity of Sellers
in any respect. Each of the Sellers waives .any right to regquire
NC to proceed first ag_ainét AC, or to pursue any other remedy in

HC's power whatsoever. Each of the Sellers waives all present-

gents, demands for performance, notices of nonperformance, pro-

tests, notices of acceptance of his guarahty and any defense
based on an election of remedy by NCl. The guai‘anty of each of
the Sellers shall continue so long as AC has any obligations or
labilities to NC under the terms of its installment obligations
Yo NC or its agreement with NC, and the guaranty of each of the
Sellers ig irrevocable. Each of the Sellers agrees to pay rea-
fonable attorneys' fees and all other costs and expenses which

By be incurred by NC in enforcement of this Guaranty.

-
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t"j!e_e,j:gnat-.:lc:x'ts of Directors and Officers; Election

t the Closing Date, Sellers will cause meetings of
jrectors of NC and the Subsidiaries to be duly and
i ed, and at such meetings, all of the Directors in

-{-.he Closing Date shall, in rotation, resign and a

aacs nurmhe == P hase u- pecify) of

S of purchaser shall be elected to £i1l the unexpired

: % g-,hé pirectors resigning so that thé nominees of the

Ba a;r shall, at the conclusion of said meetings, coﬁstitute

] of the Directors of NC and the Subsidiaries. All of the

cers of NC in office up to the Closing Date shall also resign

oa the Closing Date.
6.07 Delivery of Cor_poraté Records. On the Closing

‘pate, Sellers shall deliver, or cause to be dellvered to Pur-
chaser, the corporate minute books, Certificate of Incorporation,

Bylaws and Stock Records of NC and the Subsidiaries.

ARTICLE VII. Certain Covenants of Purchaser

7.0l DProvision of Audited Financials. Purchaser will

’* cause financial statements of NC and Alpac to be audited by its
) certified public accountants for each of the fiscal years of NC
ad Alpac ending prior to the discharge of Purchaser's obliga-
tions to the Sellers set forth in Section 3.02 hereof. Copies of
suich audited financial statements shall be mailed to each of the

Sellers at the addresses described in Section 3.02, as scon as
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after the same become available unless the obli'gations
to Sellers are discharged prior to such availlability.

27,02 Best Efforts. Purchaser will use its best

o obtain the approval and consent of Caterpillar to the
ce of this Agreement and to the award of a Sales and

, ce;.ag:eement and Distribution Agreement for Engines to NC

upon copsumation of the Tender Offer and the transactions re-
ferred to in this Agreement. Purchaser will also use its best

#F offorts to effect the Tender Offer.

ARTICLE VIIXI. Conditions Precedent to
Purchaser's Obligation to Close

The following are, except to the extent waived in
- vriting, conditions precedent to ‘Purchaser's obligations to close

hereunder:

8.01 Representations and Warranties True as of Closing

Date. The representations and warranties made by Sellers in

Aticle IV shall be valid, trve and complete at the Closing Date
vith the same force andg effect, other than as provided herzin, as
if such representations and warranties had been made on and as of
the Closing Date. Agent éhall submit to Purchaser at the closing
8 certificate or certificates certifying the validity, truth and

completeness of representations and warranties of Sellers herein.

8.02 Obligations of Sellers Performed. The obligations

and Covenants made by Sellers in Article VI shall have been per-—

£ . e .
°rmed and the Certificate of Agent referred to in Section 8.01

hereos shall so state,.
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8,03 Consummation of Sales of Assets, The agreement

and NC for the sale of the stock of NC Ltd and the
“NC Retail to AC at a purchase price of $6,169,518 with
) ’ !
Skive date as of the close of business Oon December 31
. ’

1 have been signed.

8.04 Approval of Caterpillar. Caterpillar shall have

mﬁaser and shall have agreed to execute with NC after the
congu:matlon of the transactions envisioned herein a Sales ang
gervice Agreement and Distribution Agreenent for Englnes for the
territory of Alaska anad Western Washington.

8.05 Tender Offer Success., The Tender Offer shall

have been accepted by EHolders of at least a sufficient number of
shares of the Common Stock so that, when such number ig added to
the number of shares of Common Stock sold and Purchased here-
under, the total number of shares of Common Stock transferred to
Purchaser on the Closing Date shall not be less than. 18,476,

N 8.06 Opinion of Counsel. Purchaser shall have re-—

celved the opinion of Messrs. Jones, Grey & Bayley’ counsel to
Sellers, NC and AC, in substance satisfactory to Purchaser and
i

ts counsel and in the form attached hereto as Exhibit g,

8.07 Absence of Adverse Changes. Neither PU’f‘chaser

nor
NC shall have incurred any Materially adverse change in its
busi
lness, or financial condition or operations. No Material 1
_ oss

on a .
ceount of fire, flood, aceident or other calamity regardl
’ ess

of v
hether or not such loss shall have been :Lnsured shall hav
ave
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~red by NC. Purchaser shall have become aware of no

existing facts which, in Purchaser's sole judgment,

' may have Material significance with respect to the value

ommon Stock.

8.08 No Action or Injuncticn. There shall not have

.,_ti,reatened or instituted against Purchaser, NC or any of the

: kgﬁqrs any action or proceeding before any court or admini-
;&;tive agency by any governmental agency or any other person
;ullenging the acquisition by Pugchaser of the Common Stock or
oltherwise relating to the Tender Offer or this Agreement, or, in
the opinion of Purchaser, Materially adversely affecting NC or

purchaser.
8.09 Information Valid. All of the information sub-

mitted to Purchaser in connectign with the Tender Offer and in

this Agreement and in the various Exhibits to this Agreement

ghall be valid, true and complete at the Closing Date.

L - 8.10 Securities lLaws. Purchaser shall not have re-

b :-' celved any opin‘ion from its counsel, Messrs. Bogle & Gates,
advising that the purchase of Common Stock pursuant to the
Offer or this Agreement violates any securities or other laws of
the United States, Canada or any state, province or territory

therecf.

ARTICLE IX. Conditions Precedent
to Sellers Obligations to Close

The following are, except to the extent waived in
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L

wnditions precedent to Sellers'! obligations to close

9.01 Representations and warranties True as of Closing.

o ”'éi-esentations and warranties made by Purchaser in Article V
e

.half pe valid, true and complete at closing with the same force

5 sffect, other than as provided herein, as if such representa-

slons apd warranties had been made on and as of the Closing Date.

purchaser shall ca
gubmit to Sellers at closing a certificate certifying the same.

use a duly authorized officer of Purchaser to

9.02 Obligations of Purchaser Performed. The obliga-

tions and covenants of Purchaser in Article VII hereof shall have

peen performed, and the certificate of an officer of Purchaser

referred to in Section 9.01 hereof shall so state.

9.03 Opinion of Counsel. Sellers shall have received

the written opinion of Messrs. Bogle & Gates, counsel to Pur-
chaser, in substance éatisfactory to Sellers and their counsel
and in the form attached hereto as Exhibit T.

ARTICLE X. The Closing

The Closing Date shall be at 10:00 A.M. Seattle Time on
or before Decembexr 30, 19.76, or on such subsequent date as the
parties hereto may prior thereto mutually agree in writing, and
for this purpose a telex, telegraph or similar transmission shall
be deemed a writing if later confirmed by letter. Closing shall

occur at the offices of Messrs. Bogle & Gates, The Bank of Cali-

fornia Center, Seattle, Washington.
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ICLE XI. Z2Appointment and Powers of Agent;
Right of Contribution; Instructions
to Seattle~First National Bank

:11.01 Appointment of Agent. Each of the Sellers

jpoints Agent to be their representative for the purposes

er set forth.

11.02 Powers of Agent. Agent shall be and is hereby

j wnstit:"'ted as the authorized recipient of any and all notices

from purchaser to Sellers, whether such notices be regquired under
the terms of this Agreement or not, and such noﬁices shall be

given to Agent in the manner provided in Section 14.02 hereof.

A copy of all such notices shall be given to Jones, Grey & Bayley,.
or to such successor attorneys as may be designated in writing to
Purchaser by Agent or any successor. Agent shall be and is

bereby authorized and empowered on behalf of each of the Sellers
to act as the agent and re;’:re.sentative.of each, in his place and
stead, in all deaiings with Purchaser and Pledge-Holder under the
Pledge Agreement Iin connection with any matter relating to this
Agreement or the_ Pledge Agreement, and, in genefal, to do any and
ell things which any of the Sellers could do with respect thereto.
Fithout limiting the generality of the foregoing, Agent is author-
lzed to execute and deliver notices and insfructions to Purchaser
and Pledge Holder, to agree to or contest any losses asserted by |
Purchager or set-offs made by Purchaser, to join in 'the defense

°f any claim asserted against NC and to defend the same, and to

&Xecute any settlements or agreements, give waivers and releases,

2
CCept notices and accept delivery of documents, including service
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’?ocuments on Sellers or any of them; provided, however,
.t may, but need not, obtain the agreement of such number
rs as represent a majority of the shares of Common Stock
4. hereunder, prior to taking (or being obliged to take)
tion heréunder other than the receipt of notices. Purchaser

Holder may rely upon or act on any written representa-

on; waiver, or release of Agent as being that of all of the

jers, without further inquiry, unless Purchaser or Pledge
fj;lder shall, before acting in reliance thereon, receive written
_ patice to the contrary, or written notice of the appcintment of a
.uccessor agent, signed by such number of the Sellers as repre-
gent a majority of the shares of Common Stock purchased by Pur-
‘chaser hereunder.

11.03 Successor. Upon the death, resignatien or
inability of Agent, a successor shall be zppointed by such number
of the Sellers as represent a majority of the shares of Common
Stock purchased by Purchaser hereunder, who shall deliver a
vritten notice thereof sighed by such Sellers to Purchaser and
Pledgee. If no successor to Agent is selected by Sellers within
ten (10) days of the death, resignation or inability of Agent to
Serve as contemplated herein, Purchaser shall have the right to
designate any of the Sellers then residing in the State of Wash-
ington as successor to Rgent by delivery of a written notice of

Such designation to him, and the successor so designated shall

8t as agent of the Sellers until such time as the Sellers shall
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nt a2 new agent. Any suécessor to Agent shall have the

s and authority as Agent.

©11,04 Liability of Agent. Each of the Sellers agrees
‘1 costs and expenses (including, without limitation,

’g?‘:and accounting fees and expenses) incurred by Agent are

&:tha account of Sellers, and that they will pay their ratable

e . )
= = = afZIe Y <110 O » a

"ba;tion
any aéeni acting pursuant to this Article XI from any and all

co5tS/ liability, claims and losses, except on account of willful
default or gross nggligence. It is expressly understood and

agreed by all of the partiés to this Agreement that the proviéions
of this Article XTI constitute an agreement amohg the Sellers to
which Purchaser is not a party and in which Purchaser has no
interest. In no event shall Pu;:c?haser be responsible for, or
incur any liabilities with respect to, any acts or omissions of

Agent.
11.05 Right of Contribution. If any Seller incurs

-:‘ any loss due to the provisious of Section 6.05, 11.04, 12.02, or
k| otherwise under or in connection with this Agreement, then each
of ‘the Sellers shall contribute toward that loss an amount deter-
! | minedl by the proportion that the shares of Common Stock held by

: each beér to the total number of shares of Common Stock held by
all Sellers at the _time of execution of this Agreement. If less
than all the sellers discharge any loss incurred by any party

i“demnified under or in connection with this Agreement, then such
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ers in the same proportion.

¥ .
11.06 Instructions to Seattle-First National Bank.

le~-First National Bank authorizing the bank to act as

by ament o = ain pay-
Rl ™ 4

ARTICLE XII. <ertain Agreements With Respect
to Guaranties and Warranties

12.01 Survival of Guaranties, Representations and

farranties. The guaranties, representations, warranties and
covenants of Sellers contained in this Agreement and the Exhibits
pereto and the representations, warranties and covenants ¢f Pur-
chaser contained_in this Agreement and Exhibit B here'to_ shall
survive the Closing D.ate unless the context clearly indicates to

the contrary; provided, however, that no action or claim may be

made by Furchaser against Selleré, or by Lellers against Pur-

chaser, for breach of guarantiés, representations, warranties or
, tovenants herein after seven (7) yvears from the Closing Date: and
Provided, further, that the rights of Sellers and Purchaser,
Tespectively, are limited as set forth in Section 3.02 and 12,03
hereof. a1l parties to this Agreement expressly waive any defense
under any applicable statute of limitations with respect to the

Period during.which actions or claims may be made pursuant to the

Preceding sentence.
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2,02 sellers' Indemnity. Sellérs severally, and on

rpasis similar to that described in Section 6.05 hereof,
Purchaser or NC or bothl and hold Purchaser or NC or
mless against any and all loss, damage or expense (includ-
:.dut limitation, attorneys' fees, including attorneys'

ppeals), resulting from any misrepresentation made or

of warranty given or covenant made in this Agreement by

¢ , as well as from and against all debts, claims and lia-
._ﬁtwﬂés of NC which have arisen or which may arise because, or
as & result of, any fact, event or transaction existing or occur-
ring on or before the Closing Date, regardless of when the cause
of action therefor shall be deemed to arise, except for any such
debt, claim or liability which may be included as a liability in
the Pro Forma Balance Sheet (to the extent of the amount thereof
80 included as indicated in Exhibit F hereto) and except for
liabilities arising out of NC's obligation to repurchase parts
fron Alyeska Pipeline Ser\.rice Co. and except for liabilities
erising out of risks accepted. by Purchaser in Exhibit G; except
for liabilities arising out of risks accepted by Purchaser in
Exhibit G, Sellers severally, and on a pro rata basis, agree to
5ave and indemnify Purchaser or NC or both from and against any
and all costs, expenses (inecluding, without limitation, attorneys'
fees, including attorneys' fees for appeals) and damages arising
out of any claim, action, suit or proceeding (including, without

Umitation, any action, suit or proceeding disclosed in Exhibit T

berets for which liability has not been reserved against as
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.-edlin Exhibit F) concerning any such éebt, claim or.lia;-
swhethexr such claim, action, suit or proceeding shall be

£ to final judgment or shall be settled prior thereto;
cesded, however; that the time during which Purchaser or NC or
th pay make any claim against Sellers hereunder shall be limited

the period specified in Section 12.01 hereof; and provided,

er, that the aggregate of all such claims must exceed the
§im of $50,000 before claims rﬁay be made. Without in any way
-umiting the foregoing indemnity, Sellers expressly rgcognize
" that this indemnify is applicable to assessments or re-assess-
.mts in respect of. United States Income Taxes, Federal Energy
Mministration assessments or other governmental taxes or like
re-asses ments for the years preceding 'l-;he transactions hefein

envisioned limited only by the time period set forth in Section

12.01 hereof.

12,03 Limitation of Liability. The maximum liability
of each of the Sellers to Purchaser for breach of guaranties, '
representations, warranties or covenants of Sellers shall not at
any time exceed the balance remaining due to him on Purchaser's
obligationé set forth in Section 3.02 hereof; provided, however,
that if the obligations of Purchaser to Sellers set forth in |
3 Section 3.02 shall be accelerated by Sellers fof any reason, then
the maximum liability of each of the Sellers shall be the same
t!G'—'::lininc_; balance remaining due as if such acceleration shall not

have occurred,
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2,04 Right of Set-off. As a non-exclusive first

the indemnity provided in Section 12.02, Purchaser may

amount of any ligquidated loss, damage or expense
by Purchaser or NC or both by reason of any misrepre-
| made or breach of warranty or guaranty given or cove-

'by Sellers against any obligations of Purchaser under

Selle remaining unpaid at the time of such

‘% Similarly, Purchaser may set-off any liquidated amount

d“ﬁtﬁ;gurchaser from Sellers by reason of the indemnity set

fo:ght,_;in.Section 12.02 hereof., Upon the exercise of the right to
get~off provided herein, Purchaser shall, within thirty (30)

days, notify Agent and Pledge Holder under the Pledge Agréement
of such action ahd of the amount ‘of set.-off applicable to each of
the Sellers. The exercise of the right of set-off by Purchaser
shall not be an event of default under the. Pledge Agreement. So
long as any liabiiity of or claim against Purchaser or NC to

which the right of set-off may apply shall not have been ligui-
dated or paid, Purchaser may not exercise the right to set-off;
provided, however, that if any unliquidated or not yvet payable
liability of or claim agéinst Purchaser or NC tc which the right
of set-off may apply, or the aggregate of all such liabilities ox
claims, shall equal or exceed the amount remaining due to Sellers
under Section 3.02 hereof, Purchaser shall have the right to

€Xercise the right to set-off, but all funds subject to such set-

°ff shall pe deposited by Purchaser in an escrow account pendiﬁg
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.

on and payment for such liability or claim. No exercise

right of set-off by Purchaser shall preclude the Sellers’

si; exercising any and all rights and. remedies which are avail-

able toO challenge such set-off.

12.05 Notice. If Purchaser or NC or both, shall claim

to have suffered any loss or damage by reason of a misrepresenta-

tion made or breach of warranty or guaranty given or covenant
nade‘ py Sellers in this Agreement, Purchaser or NC or both shall,
yithin sixty (60) days of discovery of such loss or da;mage, send
yritten notice of such claim to Agent, Said notice shall state
ijn reascnable detail the representation, warranty, guaranty or
covenant with respect to which the claim is made, the facts
giving rise to, and the basis alleged for, the claim, and the.

amount of liability asserted by the Purchaser against Sellers by

reason thereof.

12,06 Right to Join in Defense. If any claim is made

against Purchaser or NC or both which may give rise to a lia.bility
of Sellers or any of them in an amount of more than $50,000 by
reason of any one or more reéresentations, warranties, guaranties
or covenants of Sellers contained herein, Purchaser shall, within
thirty (30). days thereof, cause notice to be delivered to Agenlt
and shall afford Sellers and their counsei, at the sole cost and
expense of Sellers, the opportunity to join with Purchaser in
defending or compromising such claim. Purchaser shall, however,

have the right to control any litigation in which Sellers or any
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join subject to the rights of Agent and Sellers to require
-

_consent for any compromise or settlement thereof. If such
sice and opportunity are not given to Agent, or if such claim

compromised or settled without the consent of Agent or any of
e Sellers joining in defending or compromising such claim, no

uabilltY shall be imposed upon Sellers by reason of such claim.

12.07 BAmount of Damages. Purchaser agrees that the

m@t of any damages suffered by Purchaser or NC or both by
geason of any misrepresentation made or breach of any warranty

or guaranty given or covenant made in this Agreement by Sellers
ghall be the net amount of any such damage after making proper
provision or allowance to refleét any federal income tax deduc-
tion or credit or other income ta\x benefit to be received by
Purchaser or NC or both attributable to such misrepresentation or

breach of warranty or guaranty and the damage resulting therefrom.

12.08 Jurisdiction and Venue. If for any reason any

actions shall be filed between Sellers or any_of them and Pur-
chaser or NC} each of the Sellers agrees to the jurisdiction of
the courts of the State of Washington and that venue may be
Properly laid in or transferred to King County, Washington. Each

of the Sellers authorizes Agent to receive service of process on

bis behalf,

iy oy
A Pl

ARTICLE XIII. Additional Instruments

S6,o- i SR G B AL

3 Each party hereto shall from time to time execute and

d ,
eliver such further instruments and render such further assis-
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othér party or parties or its or their counsel may
epequest in order to complete the transactions con-
f Herein.

ARTICLE XVI. Miscellaneocus

+14.01 Successors. This Agreement and each of its

s shall bind and inure to the benefit of the parties

per#to ghd their respective successors and assigns. Nothing

: peté fexpressed or implied is intended or shall be construed to
ggm;.‘aﬁy'person or entity other than the parties here;o and their
pespéctive successors or assigns any rights or remedies under or
by réason of this Agreement.

14.02 Notices. All notices or instructions under this
Mgeement.shall be in writing and shall Ee delivered in person or
sent by registered mail, return receipf requested, to the party
to whom addressed, at the address set forth below (or to such
other address as any party may from time to time advise the
other) :

To Purchaser:

Skinner Corporation
Skinner Building
Seattle, Washington 98101

Attention: D. E. Skinner,
President

To Sellers: (Agent)
Mr. Volney Richmond Jr.

1620 43rd East
Seattle, Washington 98112

SC-EPAQQ0279
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aAny notice sent by registered mail in accordance with
1on 14.02 shall be deemed delivered as of three days
e date on which such notice was registered.

14.03 Expenses. Each of the parties to this Agreement
‘le?i;ear jts own expenses in connection with the transactions

- perein envisioned and Sellers shall pay the expenses of NC,

14.04 Entire Agreement. This Agreement, including

each of the Exhibits incorporated herein by reference, and all
other contemporaneocusly sigﬁed instruments specifically referred
to herein constitute the entire agreement between the parties
and supersede the Letter of Intent. This Agreement may not be
changed except by an instrument in writing.

14.05  Counterparts. 'ths Agreement may be executed in

one or more counterparts, each of which may be deemed to be an
original instrument but all of which together shall constitute
but one instrument and only one set of rights and obligations
shall arise therefrom. |

14.06 Headings, Number and Gender. The headings of

the Articles and Sections of this Agreement have been inserted
for convenience of reference 6nly and shall in no way restrict or
otherwise modify any of the terms or provisions hereof. 1In
construing this agreement the singular of words shall be deemed
to include the plural thereof, an_d all pronouns shall be deemed

to include the masculine, feminine and neuter genders.

sc-BRA000280
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14.07 Governing Law. Th;s Agreenent shall be governed

nstru9d in accordance with the laws of the State of

o » U-S-A-

14.08 Time of Essence.: Time shall be of essence to

eement -
IN WITNESS WHEREOF, the corporate parties hereto have

oiy authorized officers to sign on their behalf and

4vyidual parties have affixed their signatures hereunto on

Purchaser:

SKINNER CORFPORATION

By ' /s/ D. E. Skinner
Its President

-\
Sellers:

/s/ Nell Agnes Cody
Nell Agnes Cody

Estate of Mary LaVilla Xehrli

By/s/ Marion A. Magness, Executrix

/s/ John E. Larson
John E. Larson

/s/ Patricia McCann McAuliffe

Patricia McCann McAulifie

SC-EPABO0281
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/s/ Earl Parsons
" “ZFarl Parsons

I

. - !

/s/ Howard E. Richmond o !f
"Howard E. Richmond i
I

'/s/ Howard E. Richmond Jr. ,
Foward E. Richmond, Jr.

7/s/ Polly Poe Richmond, Jr. Polly R. Wyman
Polly Poe Richmond, Jr.

/s/ ‘Polly Poe Richmond
"Polly Poe Richmond

/s/ -Volney Richmond Jr.

~¥olney Richmond Jr.

} -{s/ Volney Richmond ITI
 Yolney Richmond III

/s/ Truman Sage
“Truman Sage

- UNIT AND COMPANY

By See attached page '
Its

. : . /s/ Phyllis R. Yaw
: Phyllis R. Yaw

SC-EPA000282
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Earl Parsons

Howard E. Richmond

Howard E. Richmond, Jr.

Polly Poe Richmond, .Jr.

Polly Poe Richmond

Volney Richmond Jr.

T
Volney Richmond II1I

Truman Sade

certlly that UNIT & COMEANY UNIT AND COMPANY

fog o0 this docimarnat is
Iy stated,  The corrrct
lon of this nowlnee ls

UNIT & CO. is the nominee of the Trust Group
United States Natlonal Bank of Oregon.

UNLTED STATES NATIONAL BANK OF OREGON,
HMLona Iln its capaclty as trnstee of the trusts
",l.,l” L Bank of Oregun created by Cevrge A, lreston and Kathleen
"’”-‘ a A. Preston, both agreements dated January
E' Trusd Ofri8nr -+ 22, 1968, oand not in its individual
corporate capacity. Notwithstanding
anything contained in the stock purchase
agrecment to the contrary, any obligations,
l1iabilicy, or clalms based on any guarantecs,
warranties, representatlons or covenants of
the United States Nntlonal Bank of Oregon,
the seller, included in the stock purchase
agreement or provided for thereby, and the
 § exlhiibits thereto, shall 1o no event exceed
- _ ' the ossets of the trusts exlsting at the

3 . time the trustec received notice of a

3 claim by the purchaser under the agreement;

' however, distribution of any accelerated
payments, accelerated on action of sellers,
SCshEpAbOGEBasul jecl to the /tcrm's of the ;

accompanying lLetter of /Ayan d3R€. ANLELSON ‘
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